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The Budget Message 


The Budget Message of the President calls for 
expenditures of $37,100,000,000 and revenues of $38,- 
900,000,000 which would give the federal govern- 
ment a surplus in the fiscal year 1948 of $1,800,- 
000,000. In order to achieve this surplus, the Presi- 
dent’s message recommended that war excise tax 
rates be maintained, and that postal rates be increased 
sufficiently to wipe out the postal deficit. The 
President made it clear that he thought there was 
no justification now for a reduction of taxes while 
business, employment, and the national income re- 
main high, and that even if the cost of government 
were reduced, “it would be desirable in our present 
economic situation to maintain revenues in order to 
make a start toward the repayment of the national 
debt.” Looking to the future, the President said 
that when income tax reductions were made, taxpay- 
ers with small incomes should have a “high priority 
among the claimants for tax relief”. 

The Message pointed out that receipts from direct 
taxes on individuals will decrease from the fiscal 
year 1946 to 1947 because of the lower effective in- 
come tax rates in the Revenue Act of 1945, and are 
expected to increase from the fiscal year 1947 to 
1948 because of higher incomes. Direct taxes on 
corporations will decline in the fiscal year 1947 and 
further in 1948 largely because of repeal of the 
excess-profits tax. The returns from excise taxes are 
expected to increase in 1947 because of increased con- 
sumer-demand and increased production, and are 
expected to decline under present law in 1948, be- 
cause of the expiration of the war tax rates of the 
Revenue Act of 1943. The President pointed out that 
a recession in business would cause tax yields to drop, 
and in addition, the cost of supporting agricultural 
prices and payments to unemployed veterans would 
increase. : 

Although the budget has been attacked as “padded, 
wasteful, and extravagant”, the President submitted 
his estimates for expenditures as the minimum 


needed to meet the basic requirement for Federal | 


programs at home and abroad. He pointed out 
that “a very large part of all our expenditures in 
the fiscal year 1948 will be required to meet commit- 
ments already made.” He also pointed out that 
the cost of peacetime services has risen strikingly 
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as compared to these costs before the war. While 
Government wages have not been raised so much as 
private wages, the cost of supplies has risen in line 
with the cost of goods in private markets. Further, 
the population to be served has grown since 1939 
by 10 million people, adding proportionately to the 
demand for many public services. Many normal 
maintenance items had to be postponed on account of 
the war, and cannot be further neglected. Normal 
services which were cut during the war have to be 
restored. 

Five items—interest on the debt, refunds, national 
defense, international affairs, and veterans—would 
require expenditures of $29,200,000,000 or almost 
four-fifths of the budget as submitted. The other 
fifth was apportioned to meet the needs in improve- 
ments in transportation and communications sys- 
tems, development of natural resources (of which 
the largest item is for the Atomic Energy Commis- 
sion), the agricultural program, programs for social 
welfare, health security and education, and the fed- 
eral housing program. 

The President in his Message pointed out that “the 
best method of keeping down the burden of the debt 
is to maintain prosperity. A single year of depres- 
sion can lay more burdens on the people than many 
years of gradual debt reduction can relieve”. In 
this way he showed how closely related the Budget 
Message was to the Economic Report which he had 
presented to Congress a few days earlier. 


The Economic Report 
of the President 


It might be said that while the State of the 
Union Message said “what” the administration pro- 
gram included, and the Budget Message said “how” 
it was proposed to be done, the Economic Report 
gave the “why” of the President’s program. 

Here for the first time the nation had a report 
at the first of the year which reviewed the economic 
conditions in the country in the past year, looked at 
the trends, and on the basis of these, showed why, 
in the opinion of the President and his economic 
advisors, certain measures would be necessary if the 
country was to maintain high levels of production 
and employment. 

While the 32-page report should be studied in full, 
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if it is to be truly understood and evaluated, here 
we can only summarize a few of the conclusions. 
In discussing the goals for 1947, the Report says that 
the purposes of the Employment Act would be sub- 
stantially achieved if during 1947 we sustain em- 
ployment at about the 1946 levels or slightly higher, 
with an over-all increase in total production of 5%. 


A 5% increase in total production would mean a 
greater proportionate increase of consumer goods. 
The question, therefore, will become one of the 
ability of consumers to buy the total supply of prod- 
ucts offered. Consumer purchasing power depends 
upon the flow of money into consumers’ hands as 
current income. It depends also on the use of past 
savings and the rate of current saving. It depends 
on the use of credit, and it depends upon what money 
will buy: that is, upon the level of prices. 


Real purchasing power must rise sufficiently to 
take the increased production off the market. An 
attempt to raise income by the amount necessary 
would mean such large increases in money wages 
and salaries at certain points as to threaten curtail- 
ments of production or wage-price spirals. More- 
over, the groups of wage and salary earners whose 
purchasing power has been most reduced are the 
very ones who are likely to participate least in an 
increase of wages. ‘Therefore the Report recom- 
mends that a major approach to bringing real pur- 
chasing power of consumers into balance with pro- 
ductive capacity this year, must be through reduced 
prices. 

Specific recommendations for increasing purchas- 
ing power and production are given in great detail 
and were largely incorporated into the State of the 
Union Message. The Economic Report points out 
that only by blending all practicable programs in 
wise proportions, can we be successful in stabilizing 
our economy at the highest feasible levels, strengthen 
the structure of the economy, and reinforce its re- 
sistance to economic fluctuations. “The greater this 
power of resistance, the less need there will be for 
some of the limited and specialized stabilizing de- 
vices which have received much attention in recent 
years.” 


State of the Union Message 


The tone of the President’s Message on the State 
of the Union was one of asking the country as well 
as the Congress, for cooperation in solving national 
problems. It was a message to the people throughout 
the land, as well as to their representatives in Wash- 
ington. 

Stressed at the beginning of the Message, was a 
point that the Economic Report, delivered a day 


later, was to underline in detail. This was the Presi- 
dent’s statement that “An important present source 
of danger to our economy is the possibility that 
prices might be raised to such an extent that the 
consuming public could not purchase the tremendous 
volume of goods and services which will be produced 
in 1947.” The President went on to say: “It is up 
to industry not only to hold the line on existing 
prices, but to make reductions whenever profits 
justify such action. It is up to labor to refrain from 
pressing for unjustified wage increases that will force 
increases in the price level. And it is up to Govern- 
ment to do everything in its power to encourage 
high-volume production for that is what makes pos- 
sible good wages, low prices, and reasonable profits.” 

The President then outlined five major economic 
policies which he believes the Government should 
pursue during 1947: 

First, promotion of greater harmony between labor 
and management. 

Second, restriction of monopoly and unfair busi- 
ness practices, assistance to small business, and the 
promotion of the free competitive system of private 
enterprise. 

Third, continuation of an aggressive program of 
home construction. 

Fourth, the balancing of the budget in the next 
fiscal year, and the achieving of a substantial sur- 
plus to be applied to the reduction of the public debt. 

Fifth, protection of a fair level of return to farm- 
ers in postwar agriculture. 

In addition to these main points, the President also 
made recommendations for a program for health, 
education, and welfare, including a renewed plea 
for the establishment of a well-integrated Depart- 
ment of Welfare. Recommendations were also made 
for programs for veterans, civil rights, natural re- 
sources, foreign affairs, international relief and dis- 
placed persons, international trade, atomic energy, 
and military policy. 

Perhaps, because of the current debate in this field, 
greatest immediate interest in the President’s Mes- 
sage centered on his recommendations for the reduc- 
tion of industrial strife. The four-point program in- 
cluded the following: (1) Early enactment of legisla- 
tion to prevent jurisdictional strikes, the secondary 
boycott, and the use of economic force by either labor 
or management to decide issues arising out of the 
interpretation of existing contracts; (2) Extension 
of the facilities within the Department of Labor for 
assisting collective bargaining; (3) Broadening of 
our program of social legislation to alleviate the 
causes of workers’ insecurity; (4) Appointment of a 
temporary joint commission to inquire into the 
entire field of labor-management relations. 
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